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§1956.51 Purpose.

This subpart delegates authority and
prescribes policy and procedures for
settlement of debts owed to the United
States under the Farm Credit loan pro-
grams of the Farm Service Agency
(FSA) and the Multi-Family Housing
(MFH) program of the Rural Housing
Service (RHS). It also applies to Non-
program (NP) loans secured by MFH
property of the RHS. Settlement of
claims against recipients of grant
funds for reasons such as the use of
funds for improper purposes is also cov-
ered by this subpart. Settlement of
claims against third party converters,
and Economic Opportunity (EO) loans
is authorized under the Federal Claims
Collection Standards, 4 CFR parts 101-
105. This subpart does not apply to RHS
direct Single Family Housing (SFH)
loans or RHS NP loans secured by SFH
property.

[61 FR 59779, Nov. 22, 1996]
§8§1956.52-1956.53

§1956.54 Definitions.

Adjustment. The reduction of a debt
or claim conditioned upon completion
of payment of the adjusted amount at
a specific future time or times, with or
without the payment of any consider-
ation when the adjustment offer is ap-
proved. An adjustment is not a final
settlement until all payments under

[Reserved]
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RHS, RBS, RUS, FSA, USDA

the adjustment agreement(s) have been
made.

Amount of debt. The outstanding bal-
ance of the amount loaned including
principal and interest plus any out-
standing advances, including interest,
and subsidy to be recaptured made by
the Government on behalf of the bor-
rower.

Cancellation. The final discharge of a
debt without any payment on it.

Chargeoff. The writing off of a debt
and termination of collection activity
without release of personal liability.

Compromise. The satisfaction of a
debt or claim by the acceptance of a
lump-sum payment of less than the
total amount owed on the debt or
claim.

Debt forgiveness. For the purposes of
servicing Farm Loan Programs loans,
debt forgiveness is defined as a reduc-
tion or termination of a direct FLP
loan in a manner that results in a loss
to the Government. Included, but not
limited to, are losses from a writedown
or writeoff under subpart S of part 1951
of this chapter, debt settlement, after
discharge under the provisions of the
bankruptcy code, and associated with
release of liability. Debt cancellation
through conservation easements or
contracts is not considered debt for-
giveness for loan servicing purposes.

Debtor. The borrower of funds under
any of the FmHA or its successor agen-
cy under Public Law 103-354 programs.
This includes co-signors, guarantors
and persons or entities that initially
obtained or assumed a loan. Debtor
also includes grant recipients.

Farm Loan Programs (FLP) loans.
Farm Ownership (FO), Operating (OL),
Soil and Water (SW), Economic Emer-
gency (EE), Emergency (EM), Recre-
ation (RL), Special Livestock (SL),
Softwood Timber (ST) loans, and/or
Rural Housing Loans for farm services
buildings (RHF).

Housing programs. All programs and
claims arising under programs admin-
istered by FmHA or its successor agen-
cy under Public Law 103-354 under title
V of the Housing Act of 1949.

Servicing office. The FmHA or its suc-
cessor agency under Public Law 103-354
office that is responsible for the ac-
count.

§1956.57

Settlement. The compromise, adjust-
ment, cancellation, or chargeoff of a
debt owed to FmHA or its successor
agency under Public Law 103-354. The
term ‘‘Settlement’ is used for conven-
ience in referring to compromise, ad-
justment, cancellation, or chargeoff ac-
tions, individually or collectively.

United States Attorney. An attorney
for the United States Department of
Justice.

[66 FR 10147, Mar. 11, 1991, as amended at 58
FR 21344, Apr. 21, 1993; 62 FR 10157, Mar. 5,
1997]

§§1956.55-1956.56 [Reserved]

§1956.57 General provisions.

(a) Application of policies. All debtors
are entitled to impartial treatment and
uniform consideration under this sub-
part. Accordingly. FmHA or its suc-
cessor agency under Public Law 103-354
personnel charged with any responsi-
bility in connection with debt settle-
ment will adhere strictly to the au-
thorizations, requirements, and limita-
tions in this subpart, and will not sub-
stitute individual feelings or sym-
pathies in connection with any settle-
ment.

(b) Information meeded for debt settle-
ment. A debtor requesting debt settle-
ment must submit complete and accu-
rate information from which a full de-
termination of his/her financial condi-
tion can be made. This should include,
where applicable, but is not limited to,
obtaining verification of employment,
providing expense verification,
verifying farm program benefits (e.g.,
Farm Service Agency/Commodity Cred-
it Corporation payments), and exam-
ining county records to determine
what other assets the debtor has or re-
cently disposed of. When a FLP debtor
is continuing to farm, a farm operating
plan must be obtained. Also, where a
spouse is not a co-debtor the spouse’s
income will be considered in meeting
family living expenses. If it appears
that a debtor will not be able to pay in
full and the indebtedness is eligible for
settlement under this subpart, action
should be taken, if possible, to avoid
unnecessary litigation to enforce col-
lection. If the debt is eligible for settle-
ment, the debt settlement authorities
of FmHA or its successor agency under
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